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No matter how distant or how numerous the 
states in which the client is qualified as a 
foreign corporation, the C T SYSTEM assures 
the attorney of always being informed—of 
always being in control. 


——___—_—_—__——_, 


When C T acts as statutory repre- 
sentative for a corporation quali- 
fied in any state, it works only 
through the attorney, and in ac- 
cord with the attorney's instruc- 
tions. The C T SYSTEM not only 
informs of reports to be filed and 
taxes or fees to be paid, but 
through the State Tax Reporter— 
furnished as part of its foreign 


representation service—the C T 


SYSTEM gives easy access to the 
law provisions and official regula- 
tions covering each state require- 
ment. 


It not only promptly forwards all 
legal process served upon the 
company but closely observes any 
special instructions given by the 
attorney, no matter how detailed 
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or varied those instructions may 
be. He may order all process for- 
warded to himself, or certain types 
forwarded to himself with notifica- 
tion to a local attorney or officer. 
He may order some forwarded to 
a local manager or attorney with 
notification to the company's 
headquarters. He may stipulate 
telegraphic notification on some 
while using mail for others. It is 
possible to arrange any combina- 
tion which the attorney may elect 
for the best protection of each 
client's interests. 


Serving thousands of corporations 
in this one capacity makes the 
cost of the C T SYSTEM of cor- 
porate protection to each com- 
pany only a few cents per day. 
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|, property taxes 


Exemption of Warehoused Goods 


ryy 

I HERE are several states where, 
under certain conditions, property stored 
in warehouses, may be exempt from 
annual ad valorem taxes. 


In New Jersey, for instance, “all per- 
sonal property stored in a warehouse 
of any person, copartnership or corpo- 
ration engaged in the business of storing 
goods for hire” is exempt. (R. S. 
54:4-3.20.) By decision, this exemption 
has been construed to extend to lum- 
ber stored in open sheds maintained as 
an incident of a warehouse operated 
by one “engaged in the business of 
storing goods for hire,” (Halligan and 
McLellan, Inc. v. State Board of Tax Ap- 
peals et al., 6 Atl. 2d 668), to coal stored 
in fenced-in piles on an otherwise open 
tract of land, (Pattison and Bowns, Inc. 
v. Township of Saddle River et al., 28 
A. 2d 485), and to goods stored in a 
public warehouse, even though the 
bailor keeps its own custodian in the 
wareliouse to supervise the receipt, 
handling and shipment of goods on the 
premises, (City of Newark v. Blanchard 
Lumber Company, 20 A. 2d 388). The 
exemption has also been regarded as 
embracing property stored by a mer- 
chandising company in a public ware- 
house for hire, where the warehouse 
was operated by a wholly owned sub- 
sidiary of the taxpayer, occupying the 
same premises formeriy occupied by 
the taxpayer. (City of Newark v. Wey- 
erhaeuser Timber Co., 15 A. 2d 224.) 


North Carolina’s exemption is limited to 
farm products, providing that “all cotton, 
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tobacco or other farm products owned -by 
the original producer, or held by the orig- 
inal producer in any public warehouse 
and represented by warehouse receipts, or 
held by the original producer for any 
cooperative marketing or growers’ associ- 
ation shall be exempt from taxation for 
the year following the year in which 
grown, but not for any year thereafter.” 
(Sec. 105-297(12), G. S.) The Attorney 
General has ruled that livestock is not 
within this exemption granted to “other 
farm products,” and that a cotton mer- 
chant who bought one year’s cotton for 
resale and had it on hand on the suc- 
ceeding January 1 would be required 
to list it for ad valorem taxation. 


The State of Washington has an ex- 
emption related to property in transit 
including “goods, wares and merchan- 
dise manufactured, or produced in any 
of the territories or possessions of the 
United States situated outside the 
boundaries thereof and all raw furs 
produced outside the state of Washing- 
ton and brought into the state for the 
sole purpose of transportation through 
and to points without the state, while 
being so transported, or while held in 
storage in a public or private warehouse 
awaiting such transportation,”’—“if actu- 
ally shipped to points outside the state 
on or before April 30th of the first 
year for which they would otherwise 
be taxable.” (Sec. 11130, Rem. Rev. 
Stat.) It has been held that a manu- 
facturer of chocolate and cocoa who 
imported coca beans from foreign coun- 
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tries and stored such beans in the 
original package or container at its 
manufacturing plant or at a warehouse, 
was not required to pay ad valorem 
taxes on such coca beans so long as 
they remained in the original package. 
(Washington Chocolate Package Co. v. 
King County et al., 152 P. 2d 981, certi- 
orari denied, 65 S. Ct. 1022, 324 U. S. 
880.) It has also been ruled that liquor, 
imported and held in storage under the 
control of the State Liquor Control 
Board, which could have been released 
for no other purpose than transship- 
ment in interstate or foreign commerce, 
was not a part of the general mass of 
property within the state subject to its 
taxing power. (IV. J. Lake & Co. Inc. 
v. King County et al., 101 P. 2d 357, 
104 P. 2d 599, denied, 61 
S. Ct. 396.) 


certiorari 
In HWéisconsin, it is provided that 
“merchandise placed in storage in the 
original package in a commercidl stor- 
age warehouse or on a public wharf 
shall, while so in storage, be consid- 
ered in transit and not subject to tax- 
(Sec. 70.11(37).) Tobacco from 
other states, placed in storage in the 


ation.” 


original package in a tobacco ware- 
house accepting and storing merchan- 


dise for profit and issuing negotiable 
warehouse receipts against merchandise 
so stored, has also been held exempt 
under this statute. (Bloch Bros. Co. v. 
Tiesberg, City Clerk, 196 Wis. 419, 220 
N. W. 217.) This provision has been 
construed to apply only to shipments 
in the course of interstate commerce, 
originating outside of the state and not 
to include merchandise manufactured 
within the state, although stored in the 
original packages in such warehouses. 
(Nash Sales, Inc. and Frint Motor Car 
Co. v. City of Milwaukee, 198 Wis. 281, 
224 N. W. 126.) In a 1948 decision, 
the Wisconsin Supreme Court, by rea- 
son of an equally divided court, affirmed 
a Waukesha County Circuit Court judg- 
ment affirming an assessment against 
certain personal property under circum- 
stances where the taxpayer leased a 
portion of a field warehouse corpora- 
tion’s premises for warehouse purposes 
and had stored therein merchandise in 
the original package belonging to the 
taxpayer, under the usual terms and 
conditions of warehousing, for which 
warehouse receipts were issued to a bank 
to secure a loan made by the bank to 
the taxpayer. (Federal Refrigerator. 
Mfg. Co. v. Crowley, Wis. CT, J 24-018.) 


cena ne 


Newfoundland became the tenth Province of the 
Dominion of Canada on March 31, 1949. 








DELAWARE 


Delaware Supreme Court affirms Chancery Court 
ruling holding invalid a by-law which authorized in- 
cumbent directors to fill newly created directorships. 


In Johnston et al. v. Automatic Steel 
Products, Inc. et al., 60 A. 2d 455, (The 
Corporation Journal, October, 1948, 
page 185), the Court of Chancery of 
Delaware, New Castle County, ruled 
that a by-law of a Delaware company, 
which authorized the encumbent direc- 
tors to fill newly created directorships, 
was invalid. 

Upon appeal, this judgment has been 
affirmed by the Supreme Court of 
Delaware. 

The by-law in question contained a 
provision that any vacancy in the board 
of directors caused by an increase in the 
board might be filled by the majority 
vote of the remaining directors, even 
though less than a quorum at any meet- 
ing, or by the stockholders at the next 
annual meeting or any special meeting. 
The directors had adopted a resolution 
amending the by-laws to increase the 
number of directors from nine to twelve. 
Immediately thereafter the board, by a 
majority vote, proceeded to elect the 
three individual defendants below to the 


three newly created directorships, the 
two plaintiffs and the two remaining 
members of the board voting in opposi- 
tion. The Supreme Court of Delaware 
observed that the sole question for de- 
termination was whether, under the 
Delaware General Corporation Law, a 
board of directors is empowered to fill 
newly created directorships. After an 
examination of Section 30, concerned 
with the election of directors and the 
filling of vacancies, and pertinent deci- 
sions rendered in that connection, the 
court sustained the Vice Chancellor in 
his conclusions that, under the General 
Corporation Law, directors of a corpo- 
ration do not have the inherent power 
to fill newly created directorships. 


Automatic Steel Products, Inc. et al. v. 
Johnston et al., Supreme Court of Dela- 
ware, February 24, 1949. Arthur G. 
Logan of Wilmington, Solicitor for 
defendants below, appellants. Souther- 
land, Berl & Potter of Wilmington, 
attorneys for appellees. CCH Req. 
No. 406356. 


Chancery Court denies preliminary injunction sought 
to prevent payment of dividends. 


Plaintiff sought a preliminary injunc- 
tion to prevent the defendant corpora- 
tion from paying dividends declared 


on certain classes of its preferred stock, 


on the ground that ‘such action would 
violate the General Corporation Law of 
Delaware. The conclusion of the Court 
of Chancery, New Castle County, was 
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that the plaintiff “failed utterly to make 
out a showing which would entitle him 
to a preliminary injunction.” 


In the course of its opinion, the court 
observed: “Here the governing statute 
has declared that the capital must— 
roughly speaking—be valued at its 
dollar equivalent before a dividend can 
be declared out of net profits for a 
designated period. This duty falls to 
the directors. What legal standard will 
be applied in determining whether the 
have valued the corporate 
a manner deemed sufficient 
to comply with the requirements of 
Section 34(b)?” The court rejected a 
contention of the plaintiff that nothing 
short of an actual appraisal of the assets 
in the underlying companies whose 
stock owned by the defendant 
would be sufficient and remarked that 
“it is not practical to attempt to lay 
down a rigid rule as to what constitutes 


directors 
assets in 


was 
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proper evidence of value for the con- 
sideration of directors in declaring a 
dividend under Section 34(b). The 
factors considered and the emphasis 
given will depend upon the case pre- 
sented.” 


Morris v. Standard Gas & Electric 
Company, 63 A. 2d 577. H. Albert 


Young of Wilmington and Samuel 
Morris of New York, for plaintiff. 


Robert H. Richards of Richards, Lay- 
ton & Finger and Clarence A. Souther- 
land of Southerland, Berl & Potter of 
Wilmington, and A. Louis Flynn of 
Chicago, Illinois, for defendant. Hugh 
M. Morris and Alexander L. Nichols 
of Morris, Steel, Nichols & Arsht of 
Wilmington (Milton H. Cohen of Chi- 
cago, Illinois, of counsel), for intervenor 
defendant Prior Preference Stockhold- 
ers’ Protective Committee. Commerce 
Clearing House Court Decisions Requi- 
sition No. 404028. 


Shares, for which proxies were given to vote at an 

election, ruled not to be counted in determining pro- 

portion of shares required by by-laws to be held by 

stockholders calling special meeting at which proxies 
were used. 


The by-laws of defendant corporation 
provided that special meetings of the 
stockholders might be held upon call 
of certain named officers, “the Execu- 
tive Committee or of the stockholders 
holding one-fourth of the outstanding 
capital stock having voting power.” 
The company had but one class of 
stock, all of which had voting powers. 
There were 277,700 shares issued and 
outstanding at a time when plaintiff 
and one other stockholder mailed 
notices to all of the record holders of 
the stock calling a special meeting on 
June 8, 1948, at a specified time and 
place. Plaintiff was the record holder 
The number owned 


of 6,000 shares. 
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by the other stockholder is not re- 
vealed, but the total was far less than 
the “one-fourth” required by the by- 
laws. 

The question was whether five direc-| 
tors purportedly elected at this special 
meeting were legally elected or whether 
the five individual defendants, who were 
elected at a meeting on: May 1, 1939, 
were still in office because there had 
been no valid election since. 


Plaintiffs had secured proxies, prior 
to the questioned June 8, 1948, meeting, 
authorizing the voting of more than 
144,000 shares which were voted for 
the plaintiff and his associates as di- 
rectors. While this constituted more 
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than “one-fourth” of the total outstand- 
ing, the Court of Chancery, Kent 
County, pointed out that this did not 
determine the question. The court 
stressed that the proxies merely gave 
power to vote the stock at an election 
and that none of the stockholders sign- 
ing them purported to give plaintiff and 
the other stockholder “the power to act 
for them and in their names in calling 


NEW YORK 


the meeting of June 8, and that power 
cannot be implied from the general au- 
thority given to vote their stock.” The 
meeting of June 8 and the alleged elec- 
tion of directors at that meeting were 
therefore held illegal. 


Josephson v. Cosmocolor Corporation 
et al., 64 A. 2d 35. Commerce Clearing 
House Court Decisions Requisition No. 
405140. 


Reference in by-law to calling of special meeting 

by stockholders owning not less than a specified 

percentage of the “capital stock,” held to relate 
to issued and outstanding capital stock. 


Petitioners, stockholders in defendant 
company, applied to the Supreme Court, 
Herkimer County, for an order to com- 
pel the board of directors to call a 
special meeting of stockholders of the 
company. The application was based 
upon the alleged refusal or failure of 
the board of directors to call a special 
meeting of the stockholders, as requested 
by the petitioners, pursuant to a sec- 
tion of the by-laws. This section, after 
outlining how special meetings might 
be called by the board, provided: “The 
board of directors shall also, in like 
manner, call a special meeting of stock- 
holders whenever so requested in writ- 
ing by stockholders representing not 
less than 51% of the capital stock of 
the company.” 

As approximately three-fourths of the 
authorized shares had been issued, a 
question raised was whether the “51%” 
mentioned in the by-laws related to the 
authorized or issued and outstanding 
shares. The court applied the general 
rule that “where action by stockholders 
‘representing’ capital stock is required 
under a statute or a by-law, such stat- 
ute or by-law is generally construed as 


relating to that part of the capital stock 
which has been paid for and is in the 
hands of stockholders whose money or 
property has been invested in the en- 
terprise,” and, as the petitioners held 
more than 51% of the issued and out- 
standing capital stock, it was ruled that 
the directors were required to call the 
special meeting of the stockholders un- 
der the circumstances. 


The fact that the stockholders, in their 
request to the directors, had mentioned 
a specific date on which they were 
asked to hold the special meeting, was 
held not to vitiate the request and was 
to be treated as surplusage and as not 
binding upon the directors. “The di- 
rectors,” observed the court, “retained 
the authority to call such special meet- 
ing at a date to be selected by the 
directors subject only to the qualifica- 
tion that such a meeting should be 
called within a reasonable time and 
also subject to the qualification that 
the meeting was requested for a proper 
and legal purpose.” 


Weisblum et al. v. Li Falco Mfg. Co., 
Inc., 84 N. Y. S. 2d 162. 
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Recapitalization plan ruled invalid insofar as it 
undertook retroactive application of statute permit- 
ting elimination of rights to accrued, undeclared, 


cumulative 
This was an action to recover the 
amount of dividends which had ac- 


cumulated on plaintiffs’ first preferred 
shares and to enjoin the defendant cor- 
poration and its officers from paying 
dividends to holders of common shares 
until all the unpaid cumulative divi- 
dends were paid. The articles of incor- 
poration provided that the dividends 
which the holders of the first preferred 
stock were entitled to receive 
cumulative. Dividends in excess of $56 


were 


per share were in arrears and unpaid 
on February 2, 1939, when the company 
adopted a plan of recapitalization. 
Under this, there was provision for the 
cancellation of the first preferred stock 
and all indebtedness due the holders of 
such shares by way of accrued divi- 
New certificates common 
shares, denominated as stock A were to 
be issued, share for share, for the first 
preferred shares, and the holders of 
these new shares were given preference 
in the payment of dividends to the ex- 
tent of $7,000 in any given year. The 
recapitalization plan received the ap- 
proval of two-thirds of the shareholders 
in each class, but the plaintiffs refused 


dends. of 


to exchange their shares for the newly 
common class A On 
December 14, 1942, the board of direc- 
tors of the corporation authorized a 
dividend on the outstanding common 
shares. Thereupon the plaintiffs brought 
this action, seeking to require the cor- 
poration to pay them the amounts then 
due on the first preferred shares by rea- 
son of unpaid cumulative dividends. 


issued shares. 


“The question of law presented to this 
court,” said the Supreme Court of Ohio, 
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dividends. 


after citing and quoting from Section 
8623-14, General Code, “is whether 
under the applicable statute the corpo- 
ration was authorized to cancel the 
preferred shares, require the holders of 
the first preferred shares to accept com- 
mon shares in lieu of their preferred 
shares and cancel unpaid accrued divi- 
dends on such preferred shares.” 


The court noted that, effective July 
24, 1939, which was some months sub- 
sequent to the date of the adoption of 
company’s recapitalization plan, 
Section 8623-14 was amended to au- 
thorize the “discharge, adjustment or 
elimination of rights to accrued unde- 
clared cumulative dividends on any such 
It remarked that retroactive ap- 
plication of this amendment would con- 
stitute an impairment of the constitutional 
rights of the shareholders and that, at 
the time the plan was adopted, “the 
corporation was fully authorized to 
amend its capital structure, with the 
limitation, however, that it was pre- 
cluded from adopting any amendment 
of its charter which would impair vested 
rights of the preferred shareholders 
to cumulative 
dividends.” 


the 


class.” 


receive their unpaid 


“Since the record discloses,” con- 
cluded the court, “that dividends have 
been paid to the holders of common 
shares, there can no longer be any 
question that the owners of the pre- 
ferred shares are entitled to the divi- 
dends then due them. The action of 
the corporation, wherein it appropriated 
from its surplus funds for the payment 


of dividends, in and of itself entitles the 
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preferred shareholders to their divi- 
dends to the extent that such distribu- 
tion from surplus was made to holders 
of the common shares.” 


Schaffner et al. v. Standard Boiler & 





NEW YORK 


Plate Iron Co. et al., 83 N. E. 2d 192. 
Boyle, Boyle & Connor of Warren and 
Henderson & Henderson of Youngs- 
town, for appellants. Robert G. Day of 
Warren for appellees. 


foreign corporations 


Service upon defendant’s officer making purchasing 
trips to state, set aside. 


Where a foreign corporation, which 
moved to vacate service of process upon 
it, had no office or showroom in the 
state and its name was not listed in any 
New York building or phone book, and 
where the service was sought to be up- 
held solely on the basis of purchasing 
trips to the state made by defendant’s 
officer, the New York Supreme Court, 


OHIO 


Special Term, New York County, Part 
I, granted the motion to vacate the 
service. 

Greenstein v. Robyn Creations, Inc. 
et al., 84 N. Y. S. 2d 510. Abraham 
Moscowitz of New York City, for 
plaintiff. Milton Gurwitz of New York 
City, appearing specially for defendant 
Charm Creations, Inc. 


Service upon unlicensed corporation upheld where 
made upon managing agent. 


“The only question to be answered,” 
United States Circuit 
Appeals, Sixth Circuit, “is 
whether the appellee, a California cor- 
poration, so transacted its business in 
Ohio as to make valid and effective 
service of process upon the particular 
person served as its ‘managing agent.’ ” 


observed the 
Court of 


The noted that service in a 


Federal court suit might be made, not 


court 


only in the manner prescribed by any 
statute of the United States, but also 
in the manner prescribed by the laws 


of the state in which the service is 
made. Ohio General Code, Section 
11290, provides: “When the defendant 
is a foreign corporation having a 
managing agent in this state, the serv- 


ice may be upon such agent.” 


After an examination of pertinent 
Ohio decisions and a consideration of 
the impact upon service of process 
cases involving the doing of business 
of the decision of the Supreme Court 
of the United States in International 
Shoe Co. v. State of Washington, 326 
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The multiplicity of technical, 
involved questions surrounding 
transfers of stock ownership 
makes it evident that the main- 
tenance of a corporation's stock 
transfer records is a responsi- 


bility to be placed on no one but 
an experienced, professional 
transfer agent. Among the first 
to recognize the need of business 
corporations for the services of 
a professional transfer agent, 
The Corporation Trust Company 
(founded 1892) now has over half 
a century of experience in the 
transfer of corporate securities. 
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U. S. 310, (The Corporation Journal, 
February, 1946, page 83), the court 
noted that service had been made upon 
one whom the return of summons 
described as “managing agent” of the 
foreign corporation and whom testi- 
mony established was shown as man- 
ager of the company’s agency on the 
door of his office. He was engaged 
in numerous listed counties in Ohio, 
Indiana and Kentucky, in the business 
of selling, servicing and repairing ac- 
counting machines manufactured by 
the foreign corporation. Prices were 
fixed by the company, all orders were 
taken in its name and it reserved the 
right to refuse any order submitted. 
After approval of an order, the ma- 
chine was shipped by the company to 


WISCONSIN 


the agent, who paid the company for 
it out of his own funds at a discount 
from the list price. After installation 
by the agent, the company sent its 
invoice to the agent, whose duty it was 
to see that the invoice was delivered 
to the purchaser. Upon receipt of the 
purchase price from the customer, the 
company remitted the agent the amount 
paid by the customer. The court con- 
cluded that the company was amenable 
to suit in a State or Federal court of 
Ohio by appropriate service upon the 
agent. 

Bach et al. v. Friden Calculating Ma- 
chine Co., Inc., United States Circuit 
Court of Appeals, Sixth Circuit, April 
7, 1948. Commerce Clearing House 
Court Decisions Requisition No. 389228. 


Assignment of Wisconsin conditional sales contract 
to a Minnesota company, not licensed in Wisconsin, 
effected by sending contract and assignment to com- 
pany in Minnesota, ruled interstate transaction not 
requiring latter to qualify to sue in Wisconsin. 


Plaintiff was a Minnesota corporation, 
not licensed in Wisconsin. It sued as 
assignee of a Wisconsin’s conditional 
sales contract with defendant Wisconsin 
residents. The contract, with the as- 
signment, had been sent to plaintiff in 
Minnesota and been paid for and de- 
livered there. Defendants, in their 
pleadings, raised an issue of law with 
respect to the legality of the transaction 
under Wisconsin Stats., Sec. 226.02(1, 9) 
making contracts of unlicensed foreign 
corporations, affecting their liability or 
relating to property in Wisconsin, 
entered into before qualification, void 
on their behalf and on behalf of their 
assigns, but enforceable against them. 


The Supreme Court of Wisconsin 
noted that no attack was made upon 


the conditional sales contract, the at- 
tack being based solely on the assign- 
ment to the plaintiff. It observed that 
no claim was or could be made that the 
contract in the hands of plaintiff’s as- 
signor was not a valid, enforceable 
contract. The court concluded that the 
transaction was one in interstate com- 
merce which did not come within the 
terms of Sec. 226.02. 

Minneapolis Securities Corporation v. 
Silvera et al.,* 35 N. W. 2d 322. Robert 
W. Arthur of Madison, for appellant. 


Spohn, Ross, Stevens & Lamb of Madi- 
son, for respondent. 


*The full text of this opinion is 
printed in the State Tax Reporter, 
Wisconsin page 506. 
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LOUISIANA 


—~ taxation 


Watercraft, owned by foreign barge corporations, 

engaged in interstate commerce, which came within 

boundaries of state at irregular intervals, ruled tax- 

able if tax is fairly apportioned to commerce carried 
on within the state. 


In Ott v. De Bardeleben Coal Corporation 
et al., 166 F. 2d 509, (The Corporation 
Journal, December, 1948, page 235), the 
United States Circuit Court of Appeals, 
Fifth Circuit, held that watercraft, 
owned by foreign barge corporations 
engaged in interstate commerce, which 
came within the boundaries of Louisiana 
at irregular intervals, acquired no tax 
situs in Louisiana and that no property 
tax could be legally assessed and col- 
lected by the state of Louisiana or the 
Louisiana port at which the barges 
touched. 


The Supreme Court of the United 
States has, upon appeal, reversed this 
judgment, indicating that the require- 
ments of due process would be satisfied 
‘if the tax is fairly apportioned to the 
commerce carried on within the state.” 


MICHIGAN 


The court referred to its decisions 
“holding that interstate commerce can 
be made to pay its way by bearing a 
nondiscriminatory share of the tax 
burden which each State may impose 
on the activities within its borders.” 
It could “see no reason which should 
put water transportation on a different 
constitutional footing than other inter- 
state enterprises.” 


Ott et al. v. Mississippi Valley Barge 
Line Company et al.,* Supreme Court of 
the United States, February 7, 1949; 
Docket No. 244. Commerce Clearing 
House Court Decisions Requisition No. 
404956; 69 S. Ct. 432. 





* The full text of this opinion is 
printed in the State Tax Reporter, 
Louisiana, page 12,034, and in State 
Tax Cases Reporter, page 10,292. 


Additional initial fee ruled not due where Michigan 
corporation, when reducing the number of authorized 
no par value shares, indicated a book value per share 
in excess of the basis per share previously used. 


Plaintiff, a Michigan corporation, sought 
to recover an additional initial tax or 
fee, paid under protest, exacted by the 
Michigan Corporation and Securities 
Commission upon the filing by it of a 


certificate of decrease of its authorized 
capital from 100,000 shares of no par 
value to 66,670 like shares in 1946, when 
it disclosed that the book value of its 
stock was $3.85 per share. 
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Upon plaintiff's incorporation in 1929, 
its articles had provided for authorized 
capital stock of 10,000 shares of no par 
value, proposed to be sold at $l. per 
share. In 1932, it filed a certificate of 
increase of capital stock to 100,000 
shares of no par value. Neither the 
book value nor the price fixed for the 
sale of the stock was over $1. per share. 
In consequence, a fee of $45., computed 
at the statutory rate of % mill on the 
doilar, was paid by plaintiff incident to 
this increase of its capital stock in the 
amount of $90,000. 


The certificate of decrease of author- 
ized capital stock from 100,000 shares to 
66,670 shares in 1946, previously men- 
tioned, disclosing that the book value 
of plaintiff's shares was $3.85 per share, 
led the defendant Commission to take 
the position that plaintiff had an au- 
thorized capital stock of $256,679.50, 
which would be an increase of $156,679.50 
over plaintiff’s former authorized capi- 
tal of $100,000. In consequence, a de- 
fendant required plaintiff to pay an 
additional fee of $78.34, on the theory 
that the filing of the 1946 certificate by 
plaintiff was “an amendment to the 
charter changing the authorized capi- 
tal” of plaintiff. The latter contended 
it had already paid the statutory fee 


of % mill per dollar on all of its au- 
thorized capital stock, and that filing 
its certificate of a decrease in its au- 
thorized capital stock did not, even 
under the circumstances disclosed, re- 
sult in an increase of its authorized 
capital stock. 


The Supreme Court of Michigan, 
after an examination of the pertinent 
statutes affirmed a judgment in favor 
of the plaintiff, finding no statutory au- 
thority for the exaction of an additional 
fee under the circumstances and con- 
cluded that plaintiff had paid the fees 
in full on 100,000 shares of its no par 
value stock. 

Waterways Navigation Company v. 
State of Michigan et al.,* 35 N. W. 2d 
227. Dickinson, Wright, Davis, McKean 
& Cudlip of Detroit, for plaintiff. 
Eugene F. Black, Attorney General, 
Edmund E. Shepherd, Solicitor Gen- 
eral, and Gregory H. Frederick, Daniel 
J. O’Hara and Meredith H. Doyle, 
Assistants Attorney General of Lansing, 
for defendants. Commerce Clearing 
House Court Decisions Requisition No. 
402181. 


*The full text of this opinion is 
printed in the CCH State Tax Cases 
Reporter, page 15,113, and in the State 
Tax Reporter, Michigan, page 317. 















state legislation 


The following laws have been enacted :— 


Arkansas—Act 78 of 1949, approved and effective February 10, 1949, adds 
supplementary provisions, with respect to the Gross Receipts (Sales) Tax, 
requiring wholesalers to furnish, upon request of the Tax Commissioner, the 
names of retailers or others to whom sales have been made, and other data 
relating to sales, for the purpose of increasing efficiency in the collection of 
Gross Receipts (Sales) Tax. 


Colorado— House Bill No. 924 reimposes a 5% raté upon the taxable income 
of corporations for the period from March 1, 1949 to July 1, 1951, and has the 
effect of making permanent the provision that income from sources within the 
state includes income from tangible or intangible property located or having a 
situs in the state and income from any activities carried on in the state, regardless 
of whether carried on in intrastate, interstate or foreign commerce. 


Georgia— Act No. 220 provides in effect that the certificate of reservation 
of name of a proposed corporation shall have a duration of 90 days instead of 
unlimited duration as heretofore, but that it may be renewed for successive 
periods of 90 days each. The fee for filing the Certified Statement of Annual 
Registration is increased from fifty cents to one dollar. All educational, religious 
and charitable corporations are now required to file this Statement. Non-stock, 
non-profit corporations hereafter formed are required to be incorporated under 
the General Corporation Act, paying the minimum filing fees. 


Idaho— Chapter 49, Laws of 1949, effective sixty days after adjournment 
of the Legislature, will reduce the chain store tax rate, formerly graduated from 
$5 for one store to $500 for each store in Idaho in excess of nineteen, to a flat 
license fee of $5 for each store in Idaho. The additional tax of $2 annually, 
levied upon each wholesale and retail store doing business in Idaho, is retained. 


Maine—House Bill 86, effective 90 days after adjournment, amends the 
section relating to qualification, Section 123, Chapter 49, Revised Statutes, to 
provide that a foreign corporation may appoint as the attorney for service of 
process a corporation which is authorized to do business and to act as such 
attorney in the state. 


House Bill 372 provides for the payment of a $3 charge where a corporation 
has failed to pay the franchise tax and such fact has been published. 


Rhode Island— House Bill 685 makes the 4% corporation tax rate permanent. 


South Dakota— Senate Bill 1 levies the following taxes to finance the pay- 
ment of the soldiers’ bonus: (1) a 2-mill state tax levy on all taxable property, 
(2) an additional 1% sales and use tax, (3) an additional 1% tax on motor 
vehicles, (4) an additional 1% severance tax on mineral products, and (5) a tax 
of 3% on alcoholic beverages, cigarettes and cigarette papers. The sales, use 
and severance taxes are effective April 1, 1949. 
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pp ealed to the 
supreme court 


The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 


CALIFORNIA. Docket No. 327. Empreza Siderurgica, S. A. v. County of Merced, 
194 P. 2d 527. (The Corporation Journal, December, 1948, page 234.) Unex- 
ported machinery sold to a foreign purchaser—liability to ad valorem property 
taxes. Appeal filed September 29, 1948. Jurisdiction noted, November 8, 1948. 
Argued, February 9, 1949.: 

DELAWARE. Docket Nos. 529-531. Standard Oil Co. v. Superior Court et all, 
62 A, 2d 454. (The Corporation Journal, March, 1949, page 285.) Attachment of 
shares of Delaware company owned by unlicensed foreign corporation. Appeal 
filed, January 28, 1949. Appeals dismissed for want of a substantial Federal ques- 
tion March 14, 1949. 

LOUISIANA. Docket No. 244. Ott, Commissioner of Public Finance, et al. v. 
Mississippi Valley Barge Line Company et al., 166 F. 2d 509. (The Corporation 
Journal, December, 1948, page 235.) State property taxes on tow boats and 
barges—constitutionality as applied to watercraft moving in interstate commerce. 
Appeal filed, August 25, 1948. Jurisdiction noted, October 11, 1948. Argued, 
January 5, 1949. Reversed, February 7, 1949. (See page 313.) Rehearing denied, 
March 7, 1949, 


MICHIGAN. Docket No. 223. Joy Oil Company, Ltd. v. State Tax Commission, 
32 N. W. 2d 472. (The Corporation Journal, December, 1948, page 235.) Municipal 
ad valorem taxation on gasoline held in storage awaiting shipment in foreign 
commerce. Petition for writ of certiorari filed, August 16, 1948. Certiorari 
granted, October 11, 1948. Argued, January 7, 1949. 

MISSISSIPPI. Docket No. 287. Interstate Oil Pipe Line Company v. Stone, 35 
So. 2d 73, 36 So. 2d 142. (The Corporation Journal, January, 1949, page 253.) 
Gross sales tax—operation of pipe lines in intrastate and interstate commerce; 
use tax—purchase of property used in furthering interstate commerce. Appeal 
filed, September 18, 1948. Jurisdiction noted, October 18, 1948. Argued, January 
13, 1949. 

Docket No. 465. Interstate Realty Co. v. Woods, 168 F. 2d 701. (The Corporation 
Journal, November, 1948, page 209.) Right of unlicensed foreign corporation, 
denied use of state courts, to sue in Federal courts. Petition for writ of certiorari 
filed, December 15, 1948. Certiorari granted, February 7, 1949. 

NEBRASKA. Docket No. 507. City of Omaha v. Frank Bros. Footwear, Inc. et al., 
(Best & Co., Inc. v. City of Omaha et al.), 33 N. W. 2d 150. (The Corporation Jour- 
nal, October, 1948, page 194.) Municipal occupation tax on itinerant vendors— 
interstate commerce. Petition for writ of certiorari filed, January 13, 1949. 


* Data compiled from CCH U. S. Supreme Court Bulletin, 1948-1949. 
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, dulations and rulings 


The fact that the last day before a 
license fee becomes delinquent falls on 
a Sunday does not extend the delin- 
quency date beyond that provided for 
in the Code. (Attorney General’s 
Opinion to Commissioner of Licenses, 
State Tax Reporter, Alabama, J 33-501.) 

The license tax imposed upon coin- 
operated machines, vending enumer- 
ated articles including music, is to be 
imposed also upon systems of dispens- 
ing music by wire or cable transmis- 
The purpose for which such 
music is received or the use made 
thereof by the purchaser is immaterial 
to the levy of the tax. (Attorney Gen- 
Opinion to Commissioner of 
Licenses, State Tax Reporter, Alabama, 
{ 30-244.) 

The sale of beverages containing less 
than one-half of one per cent of alcohol 
is not permitted in the state. (Attorney 
General’s Opinion to Administrator of 
Alcoholic Beverage Control Board, 
State Tax Reporter, Alabama, | 53-126.) 


There is no authority for the state or a 
county to issue a license or permit to a 


sion. 


eral’s 


person establishing a private investigat- 
ing agency. (Opinion of the Attorney 
General, State Tax Reporter, Arkansas, 
{ 30-022.) 


CANADA 


The paid-up capital 
places of business levied under the On- 
tario and Quebec Corporation Tax Acts 
may be deducted from income for 
Dominion Income Tax purposes. This 


tax on and on 


concession is retroactive to January 1, 
1947. (Order in Council P. C. 5948, 
released by Department of National 
Revenue, CCH Canadian Tax Reporter, 
q 10-542.) “ 


DISTRICT OF COLUMBIA 


An income tax regulation concerned 
with the apportionment of income has 
been revised to provide that receipts 
from sales of tangible personal prop- 
erty to the United States, delivered 
from places outside the District for use 
outside the District, are to be included 
in the denominator of the apportion- 
ment factor by a corporation or unin- 
corporated whose principal 
place of business is outside the District 


business 


and maintains a place of business or 
representative in the District for the 
sole purpose of doing business with the 
United States in respect.to sale of per- 
property. A former provision, 
from both the 
denominator was de- 
leted from the regulation. Such sales 
considered “District sales.” 
Columbia Tax Reporter, 


sonal 
such sales 


and 


excluding 
numerator 


are not 
(District of 
{ 11-506.01.) 


KENTUCKY 


The price to be put on the bill of sale 
on which the 3% usage tax on auto- 
mobiles should be figured is the price 
which the purchaser actually paid 
for the vehicle with standard equip- 
This does not include acces- 
sories such as radio, heater, spotlights, 
etc., whether installed by the factory 
or dealer, unless such are standard 
equipment of the particular model. 
(Opinion of the Attorney General, State 
Tax Reporter, Kentucky, § 50-106.) 


ment. 
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An agent who solicits orders for 
merchandise from residents of Ken- 
tucky, receives deposits on the purchase 
price from the customers and transmits 
the orders to a company in Indiana 
which ships the merchandise C. O. D. 
to the purchasers, is not liable for a city 
license fee imposed upon agents solicit- 
ing orders for merchandise who have 
no reasonable connection with a licensed 
business and are not bona fide mer- 
chants. (Opinion of the Attorney 
General, State Tax Reporter, Kentucky, 
{ 30-011.) 

A refund of state ad valorem taxes 
involuntarily paid may be obtained if 
application is made to the Department 
of Revenue within two years after pay- 
ment. (Opinion of the Attorney Gen- 
eral, State Tax Reporter, Kentucky, 
{ 23-201.) 


MARYLAND 


An accounting system whereby a com- 
pany doing business within and without 
the state ascertains both gross sales 
and sales made in Maryland and from 
this develops a percentage of Maryland 
sales to gross sales, which is applied 
against total net income to determine 
income attributable to Maryland, does 
not come within the meaning of “sep- 
arate accounting” as used in Sec- 
tion 253(b), Article 81, Annotated 
Code. (Opinion of the Attorney Gen- 
eral, State Tax Reporter, Maryland, 
{ 17-013.) 


MICHIGAN 


Corporate annual reports required by 
law to be filed with the Corporation 
and Securities Commission are public 
records open to inspection of specially 
interested persons such as corporate 
stockholders and members, despite the 
fact that the Commission refuses to 
accept and file such reports because 
they are not in compliance with the 
General Corporation Act. No law re- 


quires the reports to be kept secret 
until such time as they shall be amended 
to comply with the law. (Opinion of 
the Attorney General, State Tax Re- 
porter, Michigan, J 33-400.) 

Intangibles Tax Rule 6, calling for 
the filing by corporations, upon request 
of the Department of Revenue, of a 
list of Michigan resident shareholders 
by adding the following sentence: 
“Such list shall also contain a statement 
of the dividends paid, if any, per share 
on each class of stock outstanding dur- 
ing the year. (State Tax Reporter, 
Michigan, { 28-806.) 


TENNESSEE 


The imposition of the Tennessee sales 
tax upon sales of merchandise shipped 
via common carrier or through the 
United States mail in interstate com- 
merce from Tennessee to county gov- 
erning bodies, county boards of education 
or other political subdivisions of the 
State of Alabama is prohibited by the 
commerce clause of the United States 
Constitution. (Opinion of the Attorney 
General of Alabama, State Tax Re- 
porter, Tennessee, { 60-205.) 


TEXAS 


Radio tuners, public address amplifiers 
and television or radio make-your-own 
kits are not subject to the state tax of 
2% which is imposed upon radios. 
(Letter of Comptroller of Public Ac- 
counts, State Tax Reporter, Texas, 


1 32-205.) 
WASHINGTON 


Administrative Ruling No. 14, exempt- 
ing from the Sales and Compensating 
Tax sales of bunker fuel oil and lubri- 
cants for consumption outside the terri- 
torial waters of the State of Washington, 
provided the seller obtains from the 
buyer a form of certificate appearing in 
the ruling. (State Tax Reporter, 
Washington, { 68-999(14).) 
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for April and May 


This Calendar does not purport to be a complete calendar of all matters requiring atten- 
tion by corporations in any given state. It is a condensed calendar of the more important 
requirements covered by the State Report and Tax Bulletins of The Corporation Trust 
Company. Attorneys interested in being furnished with timely and complete information 
regarding all state requirements in any one or more states, including information regarding 
forms, practices and rulings, may obtain details from any office of The Corporation Trust 
Company or C T Corporation System. 
Alabama—Annual Franchise Tax due April 1, but may be paid without penalty 
until April 30.—Domestic and Foreign Corporations. 
Arkansas— Income Tax Return and Payment due on or before May 15.— 
Domestic and Foreign Corporations. 
Returns of Information at the source due on or before May 15.— 
Domestic and Foreign Corporationé. 


California— Quarterly Retail Sales Tax Return and Payment due on or before 
April 30.—Domestic and Foreign Corporations. 
Colorado—Income Tax Return due on or before April 15.—Domestic and 
Foreign Corporations. 
Annual License Tax due May 1.—Domestic and Foreign Corporations. 


Connecticut— Quarterly Retail Sales Tax Return and Payment due on or before 
April 30—Domestic and Foreign Corporations. 

Delaware—Annual Franchise Tax due after April 1 and before July 1— 
Domestic Corporations. 

Returns of Information at the source due on or before April 30.— 

Domestic and Foreign Corporations making certain payments of salaries, 
dividends, interest or other income to Delaware residents during 1948. 

District of Columbia— Franchise (Income) Tax Return due on or before April 
15.—Domestic and Foreign Corporations. 

Indiana— Quarterly Gross Income Tax Return and Payment due on or before 
April 30.—Domestic and Foreign Corporations. 

lowa— Quarterly Retail Sales Tax Return and Payment due on or before April 
20.—Domestic and Foreign Corporations. 


Kansas— Income Tax Return due April 15—Domestic and Foreign Corporations. 


Kentucky—Income Tax and Corporation License Tax Return due on or before 
April 15.—Domestic and Foreign Corporations. 
Louisiana— Income Tax Return due May 15.—Domestic and Foreign Corporations. 
Maryland— Annual Report (Personal Property Return) due on or before April 
15.—Domestic Corporations. 
Franchise Tax Report and Franchise Tax due on or before April 15.— 
Domestic Corporations. ; 
Income Tax Return due April 15.—Domestic and Foreign Corporations. 


Annual Report (Personal Property Return) and Filing Fee due on or 
before April 15.—Foreign Corporations. 
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Massachusetts— Excise Tax Return due on or before April 10.—Domestic and 
Foreign Corporations. 


Missouri— Quarterly Retail Sales Tax Return and Payment due on or before 
April 15—Domestic and Foreign Corporations. 


Montana—Annual Statement due within two months from April 1.—Foreign 
Corporations. 


New Jersey— Franchise Tax Report and Tax due on or before April 15.— 
Domestic and Foreign Corporations. 


New Mexico— Income Tax Return due on or before April 15.—Domestic and 
Foreign Corporations. 
Franchise Tax due May 1.—Domestic and Foreign Corporations. 


New York—Annual Franchise (Income) Tax Return (Form 3 CT—Article 9A, 
Tax Law) and payment of one-half of tax due on or before May 15.— 
Domestic and Foreign Business Corporations, Holding Companies and 
Investment Trusts. 


North Dakota— Quarterly Retail Sales Tax Return and Payment due on or 
before April 20.—Domestic and Foreign Corporations. 


Oregon—Excise (Income) Tax Return due on or before April 15.—Domestic 
and Foreign Corporations. 
Returns of Withholding at the source due on or before April 30.— 
Domestic and Foreign Corporations. 


Pennsylvania— Income Tax Return due on or before April 15.—Domestic and 
Foreign Corporations. 


Rhode Island—Semi-Annual Report to Department of Industrial Inspection 
during April and October—Domestic and Foreign Corporations employ- 
ing five or more persons in Rhode Island. 

Business Corporation Tax Return and Tax due on or before May 1. 
—Domestic and Foreign Corporations. 


South Dakota— Quarterly Retail Sales Tax Return and Payment due on or 
before April 15—Domestic and Foreign Corporations. 


Texas— Annual Franchise Tax due May 1.—Domestic and Foreign Corporations. 


United States—Withholding at source due on or before April 30.—Domestic 
and Foreign Corporations. 


Vermont—Income (Franchise) Tax Return due on or before May 15.—Domestic 
and Foreign Corporations. 


Virginia—Income Tax Return due on or before April 15.—Domestic and Foreign 
Corporations. 
Income Tax due on June 1.—Domestic and Foreign Corporations. 
West Virginia—Annual License Tax Report due in April—Foreign Corporations. 


Quarterly Business and Occupation (Gross Sales) Tax Return and 
Payment due on or before April 30.—Domestic and Foreign Corporations. 
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>mentary literature 


In connection with its various activities The Corporation Trust Company 

publishes the following supplemental pampblets, any of which will be 

sent without charge to readers of The Journal. Address The Corporation 
Trust Company, 120 Broadway, New York 5, N. Y. 


Some Contracts Have False Teeth. Interesting case-histories showing advisability 
of contractor getting lawyer’s advice before undertaking construction 
work outside home state, even for federal government. 


What Constitutes Doing Business. (Revised to March 1, 1948.) A 187-page book 
containing brief digests of decisions selected from those in the various 
states as indicating what is construed in each state as “doing business.” 


What Does a Transfer Agent Do? This illustrated pamphlet gives the highspots 
of a transfer agent’s services in 3 minutes reading time, with explanatory 


text if you want to read further. Of value to small as well as large 
corporations. 


More Sales with Spot Stocks. Advantages found by many manufacturers in 
carrying spot stocks at strategic shipping points—and preliminary stat- 
utory measures necessary to protect corporate status. 


Suppose the Corporation’s Charter Didn’t Fit! Shows how charter provisions 
which suit well enough at time of organization may be handicaps for the 
corporation in later life—some measures to avoid them that a lawyer 
may help his client to take. 


When a Corporation Is P. W. O. L. A simple explanation of the reasons for and 
purposes of the foreign corporation laws of the various states, and 
illustrations of when and how a corporation makes itself amenable to 
them. Of interest both to attorneys and to corporation officials. 


After the Agent for Service Is Gone. What will happen then if suit is brought 
against the company? Some examples taken from actual court cases, 
with full texts of the final decisions. 


Delaware Corporations. Presents in convenient form a digest of the Delaware 
corporation law, its advantages for business corporations, the attractive 
provisions for non par value stock, and a brief summary of the statutory 
requirements, procedure and costs of incorporation. 


We've Always Got Along This Way. A 24-page pamphlet of cases in various 
states in which corporation officials who had thought they were getting 
along very well with statutory representation by a _ business employe 
suddenly found themselves in trouble. 


Judgment by Default. Gives the gist of Rarden v. Baker and similar cases, show- 
ing how corporations qualified as foreign in any state and utilizing their 
business employes as statutory representatives are sometimes left defense- 
less in personal damage and other suits. 
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